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Can my property be taken to pay a debt?

2 Can my creditors harass me?

3 Can I be forced to pay someone else’s debts?

4 What should I do if I’m billed for something 
I didn’t buy?

5 Can other people find out about my debts?

6 What happens if I am sued?
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legally binding agreement that can be written or
spoken.

In any case, take action immediately. It could
turn out that you owe a debt and, if you do not
respond, you could end up with serious money
and legal problems.

Can other people find out about
my debts?





however, be able to keep certain items (see #8).
A judge also can order your employer to with-

hold up to 25 percent of your take-home pay to
pay a debt. This is called a garnishment of wages.

Can I protect my property if I
am sued?

If you lose a lawsuit, you also may lose some
of your property. However, the law lets you claim
that some property is exempt, which means that it
cannot be taken from you.

When you receive a notice that your property
is being attached, you have 10 days to deliver a
Claim of Exemption form to the sheriff or marshal.
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• Life insurance policies with a cash value of
up to $9,700 each. Married couples may combine
this exemption; it doesn’t matter whether the poli-
cies belong to you, your spouse or both of you.

• Up to $1,225 in an inmate’s trust account.

• Up to $2,525 each in a bank account in
which your Social Security payments have been
directly deposited ($3,650 if the one payment is
directly deposited for the benefit of both spouses).

In addition, you and your spouse each can
claim exemptions for:

• Household furnishings and clothing that
your family needs.

• A cemetery plot.

• All or part of retirement, disability and
health insurance, workers’ compensation, welfare,
unemployment, union and other benefits that are
needed to support your family.

What if I just need more time to
pay my debts?

You could contact your creditors and ask for
more time to make payments. You might ask, for
example, if you can make a series of small pay-
ments over a period of time. If any creditor agrees
to such an arrangement, write a letter confirming
the agreement and keep a copy of the letter.

It might help to contact a credit and debt coun-
seling agency as well. Such services can sometimes
help people work out plans with their creditors.
However, shop carefully for one that you believe
gives good advice. And keep in mind that if you
wind up filing for bankruptcy, you will be required
to complete such counseling from an agency
approved by the U.S. Trustee Program. (See #10) 

Be careful about getting a debt consolidation
loan to pay off your debts. If the interest (the
money that lenders charge for loans) is too high,
you may end up with a bigger problem. If you
do get a loan, however, make sure all of the
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financial statements that you give the lender are
true and complete.

When should I consider filing for
bankruptcy?

It depends on your particular set of circum-
stances. You should seek an attorney•s advice before
making such a decision. Filing for bankruptcy will
impact your credit and may not wipe out all of your



cancel most of your debts because you don’t have
enough money or property to pay them off.
Certain assets (assets that are not exempt) would
be sold to pay off your creditors. 

To file Chapter 13 or Chapter 7, you must pay a
filing fee in bankruptcy court, either alone or with
your spouse. A trustee would then be appointed.

Once you have filed for Chapter 13 or Chapter
7, the creditors you had before you filed (except
those seeking child or spousal support payments)
cannot attach your salary or other possessions as
payment without bankruptcy court permission.
Those seeking payment of child or spousal support



on your credit rating for a long time. Also, Chapter 7
may solve the problems you have now, but it won•t
protect you if you can•t pay new bills. And keep in
mind that your debts can be discharged through
Chapter 7 only once in an eight-year period.



otherwise cancel the debt. If you do not reaffirm the
debt and the contract allows repossession of the item
because bankruptcy was filed, the item can be repos-
sessed even if you are current on the payments.

If I file for Chapter 7, can I keep
any property?

Yes, probably. If the property is exempt (see
#8 and below), it cannot be used to pay off your
debts—unless you owed spousal or child support
when you filed for bankruptcy. Even exempt
property can be used to pay spousal or child sup-
port claims. When you file for Chapter 7, you can
choose between two sets of exemptions. To claim
these exemptions, you must have lived in
California for at least two years before filing for
bankruptcy. (Otherwise, you would have to use



• A life insurance policy that has not matured
and cash value in a life insurance policy up to $9,975.

• Social Security and veterans’ benefits,
unemployment insurance money, and pension
and profit-sharing plans.

When should I use a Chapter 13
plan instead?

You should consider a Chapter 13 plan if you
can work out a way to pay off your debts (or at
least part of them) over a period of time and still
afford the reasonable costs of living. Also, this type
of bankruptcy may be your only option if you are
not eligible to file for Chapter 7 (see #12).

The law says you can use a Chapter 13 plan if
you have a steady income. This means you work for
wages, own a small business or receive pension,
Social Security or other benefits. You also must owe
less than $922,975 in secured debts, such as a mort-
gage, and less than $307,675 in other debts. (These
dollar amounts will change in mid-2007.)

If you qualify for Chapter 13, you and your
lawyer will have to work out a plan for the court
to approve. The plan must show how you intend
to pay all or part of your debts. Certain debts must
be paid in full. (These include secured debts, 
federal or state income taxes incurred in the past
three years, and the court, trustee and attorney
fees involved in setting up and carrying out the
plan.) The appointed trustee collects your pay-
ments and pays your creditors. And if your 
circumstances change—you lose your job, for
example, or become ill—while you are paying off
your debts through a Chapter 13 plan, you can ask
the court to switch you to Chapter 7.

How can I find a lawyer to 
represent me?

If you do not know a lawyer, ask a friend, co-
worker, employer or business associate to recom-
mend one. Or, call a local State Bar-certified
lawyer referral service. For an online list of certi-
fied lawyer referral services, visit the State Bar’s
Web site at www.calbar.ca.gov/lrs. To hear a
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recorded message that will provide you with the
phone numbers of certified services in your county,
call 1-866-44-CA-LAW (442-2529). If you are out of
state, call 415-538-2250. Or check the Yellow Pages of
your telephone directory under “Attorney Referral
Service” or contact your local bar association. 

State Bar-certified lawyer referral services,
which must meet minimum standards established
by the California Supreme Court, can assist you 
in finding the right lawyer for your particular
problem. Most of these services offer half-hour
consultations for a modest fee.

Attorneys who are members of State Bar-certi-
fied lawyer referral services must carry insurance,
agree to fee arbitration for fee disputes, meet certain
standards of experience and be State Bar members in
good standing.

Lawyer referral service fees do vary. Don’t 
forget to ask whether there is a fee for the referral
or initial consultation. And if you decide to hire a
lawyer, make sure you understand what you will
be paying for, how much it will cost and when you
will be expected to pay your bill.

The State Bar also certifies “specialists” in
bankruptcy law and seven other legal areas. To
become a State Bar-certified specialist, a lawyer
must show that he or she has extensive experience
and tested ability in that field of law. In addition,
the bar accredits certification programs of private
certifying organizations in a variety of legal areas,
including consumer bankruptcy law and creditors’
rights law. However, keep in mind that there are
lawyers with extensive experience and expertise in
their legal fields who simply do not seek certifica-
tion. For an online list of State Bar-certified special-
ists, visit www.californiaspecialist.org (go to
Specialist Search). Or call the State Bar’s Legal
Specialization Program at 415-538-2120.

What if you do not have enough money to pay
for legal advice? You may belong to a “legal insur-
ance” plan that covers the kind of services you need.
Or, if you have very little income, you might qualify
for free or low-cost legal help. Check the white
pages of your telephone directory for a legal services
program in your county. (California’s legal services
Web site—www.LawHelpCalifornia.org—can help
you locate a local program and provide you with
additional resources as well.) You also could ask
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your local bar association if its State Bar-certified
lawyer referral service offers free legal advice to
those with little income.

For more information, see the State Bar 
pamphlet How Can I Find and Hire the Right
Lawyer? To order a free copy or to request 
information on ordering other consumer 
education pamphlets from the State Bar, send an
e-mail to pamphlets@calbar.ca.gov. Or visit the
bar’s Web site—www.calbar.ca.gov—where you’ll
find online versions of these consumer 
education pamphlets, as well as information on
ordering them. For information on ordering the
pamphlets by mail, call 1-888-875-LAWS (5297).
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Office of Media and Information Services

180 Howard Street

San Francisco, CA 94105-1639

Publications: 1-888-875-LAWS (5297)
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The purpose of this pamphlet is to
provide general information on the
law, which is subject to change. If
you have a specific legal problem,
you may want to consult a lawyer.
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